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EXECUTIVE SUMMARY 
 

AUDIT EXAMINATION OF THE 
SIMPSON COUNTY FISCAL COURT 

 
Fiscal Year Ended June 30, 2000 

 
The Auditor of Public Accounts has completed the Simpson County Fiscal Court audit for fiscal year 
ended June 30, 2000. We have issued an unqualified opinion on the financial statements taken as a 
whole. Based upon the audit work performed, the financial statements are presented fairly in all 
material respects.   
 
Financial Condition: 
 
Cash balances decreased by $151,913 from the prior fiscal year, resulting in a cash balance of 
$1,389,903 as of June 30, 2000. 
 
Debt Obligations: 
 
Total bonded debt principal as of June 30, 2000, was $296,383.  Future collections of $463,774 are 
needed over the next fifteen years to pay all bonded debt principal and interest. 
 
Capital lease principal agreements totaled $582,985 as of June 30, 2000.  Future principal and interest 
payments of $650,217 are needed to meet these obligations. 
 
Report Comments: 
 
• The County Should Require Depository Institutions To Pledge Or Provide Sufficient Collateral 

And Enter Into A Written Agreement To Protect Deposits 
• Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board 
 
Deposits: 
 
On June 30, 2000, the fiscal court’s deposits were uninsured and uncollateralized by $11,940.  In 
addition, the fiscal court did not have a written agreement with the depository institution securing the 
fiscal court’s interest in the collateral. 
  
Subsequent Events: 
 
• During fiscal year 2001, general obligation bonds, series 2000 of $4,730,000 were issued at 

various interest rates for the purpose of the detention facility renovation and addition.  $367,863 of 
the funds from the bond issuance was deposited to a sinking fund to meet debt service 
requirements.  Future collections of $7,521,290 will be needed over the next twenty-two years to 
pay all bonded debt principal and interest. 

 
• During fiscal year 2001, the Simpson County Fiscal Court created the Simpson County Justice 

Center Corporation.  This Corporation has issued $1,500,000 of first mortgage revenue bond 
anticipation notes, series 2001, at an interest rate of 4.25% for the purpose of construction of the 
Simpson County Judicial Center.  The Corporation anticipates issuing revenue bonds of 
approximately $7,260,000 during fiscal year 2002.  The bond anticipation notes will be fully 
repaid with the issuance of the revenue bonds. 
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To the People of Kentucky 
    Honorable Paul E. Patton, Governor 
    T. Kevin Flanery, Secretary 
    Finance and Administration Cabinet 
    Dana Mayton, Secretary, Revenue Cabinet 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 
 

Independent Auditor’s Report 
 
We have audited the accompanying statement of assets, liabilities, and fund balances arising from 
cash transactions of Simpson County, Kentucky, as of June 30, 2000, and the related statement of 
cash receipts, cash disbursements, and changes in cash balances for the year then ended. These 
financial statements are the responsibility of the Simpson County Fiscal Court. Our responsibility is 
to express an opinion on these financial statements based on our audit. We did not audit the 
financial statements of the Franklin Simpson County Ambulance Service Fund. Those financial 
statements were audited by another auditor whose report has been furnished to us, and our opinion, 
expressed herein, insofar as it relates to the amounts included for the Franklin Simpson County 
Ambulance Service Fund, is based upon the report of the other auditor. 
 
We conducted our audit in accordance with generally accepted auditing standards, the standards 
applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, and the Audit Guide for Fiscal Court Audits issued by 
the Auditor of Public Accounts, Commonwealth of Kentucky. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinion. 
 
Simpson County, Kentucky, prepares its financial statements on a prescribed basis of accounting 
that demonstrates compliance with the modified cash basis and laws of Kentucky. Under this basis 
of accounting, assets, liabilities, and related revenues and expenditures are recorded when they 
result from cash transactions, with a few exceptions.  This modified cash basis recognizes revenues 
when received, except for the recording of long-term receivables and deferred revenue.  
Expenditures are recognized when paid, except for the recording of long-term obligations and 
amounts to be provided in future years. The modified cash basis accounting system does not require 
an entity to maintain a general fixed asset group or a general long-term debt group of accounts. 
Accordingly, the accompanying financial statements are not intended to present financial position 
and results of operations in conformity with generally accepted accounting principles. 
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To the People of Kentucky  
    Honorable Paul E. Patton, Governor  
    T. Kevin Flanery, Secretary  
    Finance and Administration Cabinet  
    Dana Mayton, Secretary, Revenue Cabinet 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 
 
  

 

In our opinion, based upon our audit and the report of another auditor, the accompanying financial 
statements referred to above present fairly, in all material respects, the assets, liabilities, and fund 
balances arising primarily from cash transactions as of June 30, 2000 of Simpson County, 
Kentucky, and the revenues received and expenditures paid for the year then ended, in conformity 
with the modified cash basis of accounting described above. 
 
In accordance with Government Auditing Standards, we have also issued our report dated            
June 12, 2001 on our consideration of Simpson County, Kentucky’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grants.  That report is an integral part of an audit performed in accordance with Government 
Auditing Standards and should be read in conjunction with this report in considering the results of 
our audit. 
 
Based on the results of our audit, we present the accompanying comments and recommendations, 
included herein, which discusses the following areas of noncompliance: 
 
• The County Should Require Depository Institutions To Pledge Or Provide Sufficient Collateral 

And Enter Into A Written Agreement To Protect Deposits 
• Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board 
 
The accompanying financial information listed as supporting schedules in the table of contents is 
presented for purposes of additional analysis and is not a required part of the financial statements 
of Simpson County, Kentucky.  Such information has been subjected to the auditing procedures 
applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material 
respects, in relation to the financial statements taken as a whole. 
 
 
      Respectfully submitted, 

      
      Edward B. Hatchett, Jr. 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    June 12, 2001 
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SIMPSON COUNTY OFFICIALS 
 

Fiscal Year Ended June 30, 2000 
 

Fiscal Court Members:

Jim Henderson County Judge/Executive

Kenneth Utley Magistrate

Jim Brown Magistrate

Larry Randolph Magistrate

Charles McCutchen, Sr. Magistrate

Other Elected Officials:

Sid Broderson County Attorney

James Mooneyhan Jailer

Bobby C. Phillips, Jr. County Clerk

Jan J. Murphee Circuit Court Clerk

Joe Palma Sheriff

Pam Womack Property Valuation Administrator

Tom Crafton Coroner

Appointed Personnel:

Judy Hayes County Treasurer

Julie Freeman Finance Officer
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SIMPSON COUNTY 
STATEMENT OF ASSETS, LIABILITIES,                                                                          

AND FUND BALANCES ARISING FROM CASH TRANSACTIONS 
 

June 30, 2000 
 
 

Assets and Other Resources

Assets 

General Fund Type

General Fund:
Cash 613,683$       

Road and Bridge Fund:
Cash 294,811         

Jail Fund:
Cash 42,544           

Local Government Economic Assistance Fund:
Cash 86,333           

Payroll Revolving Account - Cash 876               1,038,247$     

Special Revenue Fund Type

911 Emergency Dispatch Fund:
Cash 94,845           

Capital Projects Fund Type

Jail Construction Fund:
Cash 257,687         

Other Resources

General Fund Type

General Fund:
Amounts to be Provided in Future Years for Voting Machines -

Capital Lease Purchase Obligations - Principal Payments (Note 6A) 32,000$         
Amounts to be Provided in Future Years for Fire Truck -

Capital Lease Purchase Obligations - Principal Payments (Note 6B) 150,985         
Jail Fund:

Amounts to be Provided in Future Years for Jail Capital
Lease Obligations - Bond Principal Payments (Note 5) 296,383         479,368$       

 
 
 

The accompanying notes are an integral part of the financial statements. 
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SIMPSON COUNTY 
STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES 
ARISING FROM CASH TRANSACTIONS 
June 30, 2000 
(Continued) 

 
 

Assets and Other Resources (Continued)

Other Resources (Continued)

Capital Projects Fund Type

Jail Construction Fund:
Amounts to be Provided in Future Years for Jail Capital

Lease Purchase Obligations - Principal Payments (Note 6C) 400,000$       

Total Assets and Other Resources                         2,270,147$     

Liabilities and Fund Balances

Liabilities

General Fund Type

General Fund:
Voting Machines - Capital Lease Purchase - Principal (Note 6A) 32,000$         
Fire Truck - Capital Lease Purchase - Principal (Note 6B) 150,985         

Jail Fund:
Capital Lease Obligation - Bond Principal Payments (Note 5) 296,383         

Payroll Revolving Account - Cash 876               480,244$       

Capital Projects Fund Type

Jail Construction Fund:
Capital Lease Purchase Obligation - Principal Payments (Note 6C) 400,000         

Total Liabilities 880,244         

Fund Balances

Reserved:

General Fund Type

General Fund (Note 7A) 1,164             
 
 
 

The accompanying notes are an integral part of the financial statements. 
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SIMPSON COUNTY 
STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES 
ARISING FROM CASH TRANSACTIONS 
June 30, 2000 
(Continued) 

 
 

Liabilities and Fund Balances (Continued)

Fund Balances (Continued)

Reserved: (Continued)

Special Revenue Fund Type

911 Emergency Dispatch Fund (Note 7B) 94,845$         

Capital Projects Fund Type

Jail Construction Fund (Note 7C) 257,687         

Unreserved:

General Fund Type

General Fund 612,519$       
Road and Bridge Fund 294,811         
Jail Fund 42,544           
Local Government Economic Assistance Fund 86,333           1,036,207      

Total Fund Balances 1,389,903      

Total Liabilities and Fund Balances                            2,270,147$     

 
 
 

 
The accompanying notes are an integral part of the financial statements. 
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SIMPSON COUNTY 
STATEMENT OF CASH RECEIPTS,                                                                            

CASH DISBURSEMENTS, AND CHANGES IN CASH BALANCES 
 

Fiscal Year Ended June 30, 2000 
 

 

Totals Road and
(Memorandum General Bridge

Cash Receipts Only) Fund Fund Jail Fund

Schedule of Operating Revenue 3,450,538$     1,635,723$    800,189$      886,678$      
Transfers In 380,000         190,000        100,000        90,000          
Borrowed Money 400,000                            
Kentucky Advance Revenue Program 895,045         807,805        87,240          
Lease-Purchase Proceeds 150,985         150,985        
Sale of Real Property (Note 4) 1,403,800      1,403,800     

Total Cash Receipts 6,680,368$     4,188,313$    987,429$      976,678$      

Cash Disbursements

Comparative Schedule of Final Budget
and Budgeted Expenditures 3,787,607$     1,681,689$    1,055,732$    914,891$      

Transfers Out 380,000         190,000        100,000        90,000          
Purchase of Fire Truck 150,985         150,985        
Bonds:                     

Principal Paid 11,499           11,499          
Principal on Capital Leases:                     

Voting Machines 7,000            7,000           
Hospital Addition and Equipment 1,456,000      1,456,000     

Jail Renovation and Construction 144,145         
Kentucky Advance Revenue Program                     

Repaid 895,045         807,805        87,240          

Total Cash Disbursements 6,832,281$     4,293,479$    1,242,972$    1,016,390$    

Excess (Deficiency) of Cash Receipts
Over (Under) Cash Disbursements (151,913)$      (105,166)$     (255,543)$     (39,712)$       

Cash Balance - July 1, 1999 1,541,816      718,849        550,354        82,256          

Cash Balance - June 30, 2000 1,389,903$     613,683$      294,811$      42,544$        

General Fund Type

 
 
 

The accompanying notes are an integral part of the financial statements. 
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SIMPSON COUNTY 
STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND 
CHANGES IN CASH BALANCES 
Fiscal Year Ended June 30, 2000 
(Continued) 
 
 

General Fund Special Revenue Capital Projects
Type Fund Type Fund Type

Local
Government 911

Economic Emergency Jail
Assistance Dispatch Construction

Fund Fund Fund

56,964$        69,152$        1,832$          

                   400,000        

56,964$        69,152$        401,832$      

78,350$        56,945$        $                 

144,145        

78,350$        56,945$        144,145$      

(21,386)$       12,207$        257,687$      
107,719        82,638          

86,333$        94,845$        257,687$      

 
 

The accompanying notes are an integral part of the financial statements.
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 
June 30, 2000 

 
 

Note 1.  Summary of Significant Accounting Policies 
 
A. Reporting Entity 
 
The financial statements of Simpson County include the funds, agencies, boards, and entities for 
which the fiscal court is financially accountable. Financial accountability, as defined by Section 
2100 of the GASB Codification of Governmental Accounting and Financial Reporting Standards, 
as amended by GASB 14, was determined on the basis of the government’s ability to significantly 
influence operations, select the governing authority, participate in fiscal management and the scope 
of public service.  Based upon the criteria stated in GASB 14, management has included the 
following as part of the reporting entity: 
 
Component Units With No Financial Activity 
 
• Simpson County 911 Advisory Board 
 
Discretely Presented Component Units 
 
• Simpson County Tourism Commission  - (See Appendix B for audit.) 
• Franklin Simpson County Ambulance Service - (See Appendix C for CPA audit.) 
 
Additional Simpson County Constitutional Elected Officials 
 
• Circuit Court Clerk 
• County Attorney 
• County Clerk 
• County Sheriff 
• Property Valuation Administrator 
 
The Kentucky constitution provides for election of the above officials from the geographic area 
constituting Simpson County. Pursuant to state statute, these officials perform various services for 
the Commonwealth of Kentucky, its judicial courts, the fiscal court, various cities and special 
districts within the county, and the board of education. In exercising these responsibilities, 
however, they are required to comply with state laws.  Audits of their financial statements are 
issued separately and individually and can be obtained from their respective administrative offices.  
 
B. Fund Accounting 
 
Fund accounting is designed to demonstrate legal compliance and to aid financial management by 
segregating transactions related to certain government functions or activities. The government uses 
funds to report on its financial position and the results of its operations. A fund is a separate 
accounting entity with a self-balancing set of accounts.  Simpson County Fiscal Court’s Fund 
Types, a definition of each, and county funds included within each fund type are listed below. 
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 1.  Summary of Significant Accounting Policies  (Continued) 
 
B. Fund Accounting (Continued) 
 
1) General Fund Type 
 

General Fund Type accounts for all financial resources except those required to be accounted 
for in another fund type.  The Simpson County General Fund Type includes the following 
county funds: General Fund, Road and Bridge Fund, Jail Fund, and Local Government 
Economic Assistance Fund (LGEA). The Franklin Simpson Ambulance Service Fund is also 
considered to be a General Fund Type. 

 
2) Special Revenue Fund Type 
 

Special Revenue Fund Type accounts for the proceeds of specific revenue sources that are 
legally restricted to expenditures for the specified purpose.  The 911 Emergency Dispatch Fund 
of the Fiscal Court is reported as a Special Revenue Fund Type.  The Simpson County Tourism 
Commission Fund is also reported as a Special Revenue Fund Type. 
 

3. Capital Projects Fund Type 
 

Capital Project Funds Type accounts for financial resources to be used for acquisition of major 
capital facilities.  The Jail Construction Fund of the Fiscal Court is reported as a Capital 
Projects Fund Type. 

 
C. Basis of Accounting 
 
For all fund types, except the Simpson County Tourism Commission Fund, the county utilizes a 
modified cash basis of accounting, which is a comprehensive basis of accounting other than 
generally accepted accounting principles.  Under this basis of accounting, assets, liabilities, and 
related revenues and expenditures are recorded when they result from cash transactions, with a few 
exceptions.  This modified cash basis recognizes revenues when received, except for the recording 
of long-term receivables and deferred revenue.  Expenditures are recognized when paid, except for 
the recording of long-term obligations and amounts to be provided in future years. 
 
The Simpson County Tourism Commission Fund uses a modified accrual basis of accounting.  The 
modified accrual basis of accounting recognizes revenues in the accounting period in which they 
become available and measurable and records expenditures when the fund liability is incurred. 
 
D. Legal Compliance - Budget 
 
The Simpson County budget is adopted on a cash basis of accounting and according to the laws of 
Kentucky as required by the State Local Finance Officer. The County Judge/Executive is required 
to submit estimated receipts and proposed expenditures to the fiscal court by May 1 of each year. 
The budget is prepared by fund, function, and activity and is required to be adopted by the fiscal 
court by July 1. 
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 1.  Summary of Significant Accounting Policies (Continued) 
 
D.  Legal Compliance - Budget (Continued) 
 
The fiscal court may change the original budget by transferring appropriations at the activity level; 
however, the fiscal court may not increase the total budget without approval by the State Local 
Finance Officer. Expenditures may not exceed budgeted appropriations at the activity level. 
 
A formal budget is not adopted for the Jail Construction Fund.  The Department for Local 
Government does not require this fund to be budgeted. 
 
Formal budgets are also not adopted by Simpson County for the Franklin Simpson County 
Ambulance Service Fund (Ambulance Service) and Simpson County Tourism Commission Fund 
(Tourism Commission).  The Ambulance Service and Tourism Commission are component units of 
Simpson County.  The governing body of each entity prepares the formal budgets for these 
component units.  Each governing body is required to prepare a formal budget and file the budget 
with the fiscal court by June 1 of each year. 
   
E. Cash and Investments 
 
Cash includes amounts in bank accounts, and investments are stated at cost. Investments may 
include certificates of deposit on the financial statements; however, for the purpose of disclosing 
credit risk (Note 3), investments exclude certificates of deposit. 
 
KRS 66.480 authorizes the county to invest in the following, including but not limited to, 
obligations of the United States and of its agencies and instrumentalities, obligations and contracts 
for future delivery or purchase of obligations backed by the full faith and credit of the United 
States, obligations of any corporation of the United States government, bonds or certificates of 
indebtedness of this state, and certificates of deposit issued by or other interest-bearing accounts of 
any bank or savings and loan institution which are insured by the Federal Deposit Insurance 
Corporation (FDIC) or which are collateralized, to the extent uninsured, by any obligation 
permitted by KRS 41.240(4). 
 
F. Related Organizations  
 
A related organization is an entity for which a primary government is not financially accountable. 
It does not impose will or have a financial benefit or burden relationship, even if the primary 
government appoints a voting majority of the related organization’s governing board. Based on 
these criteria, the following is considered a related organization of Simpson County Fiscal Court:  
Simpson County Water District. 
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 1.  Summary of Significant Accounting Policies (Continued) 
 
G. Joint Ventures 
 
A legal entity or other organization that results from a contractual agreement and that is owned, 
operated, or governed by two or more participants as a separate activity subject to joint control, in 
which the participants retain (a) an ongoing financial interest or (b) an ongoing financial 
responsibility is a joint venture.  Based on these criteria, the following is considered a joint venture 
of Simpson County Fiscal Court: Franklin-Simpson Parks Board, Inc.  The Simpson County Fiscal 
Court has retained an ongoing financial responsibility for the Franklin-Simpson Parks Board, Inc.  
The Fiscal Court provides $125,000 of funding to the Parks Board each fiscal year.  The Simpson 
County Fiscal Court should request the Franklin-Simpson Parks Board, Inc. obtain an independent 
audit each fiscal year. 
   
H. Jointly Governed Organization 
 
A regional government or other multigovernmental arrangement that is governed by representatives 
from each of the governments that creates the organization, but that is not a joint venture because 
the participants do not retain an ongoing financial interest or responsibility.  Based on these 
criteria, the following are considered jointly governed organizations of the Simpson County Fiscal 
Court:  Franklin Simpson Industrial Development Authority, Franklin Simpson Planning and 
Zoning Commission, and Franklin Simpson Planning and Zoning Adjustment Board. 
 
Note 2.   Employee Retirement System 
 
The county has elected to participate in the County Employees Retirement System (CERS), 
pursuant to KRS 78.530 administered by the Board of Trustees of the Kentucky Retirement 
Systems. This is a multiple-employer public retirement system which covers all eligible full-time 
employees. Benefit contributions and provisions are established by statute. Nonhazardous covered 
employees are required to contribute 5 percent of their salary to the plan. The county’s contribution 
rate for nonhazardous employees was 7.28 percent.  
 
Benefits fully vest on reaching five years of service for nonhazardous employees.  Aspects of 
benefits for nonhazardous employees include retirement after 27 years of service or age 65.   
 
Historical trend information showing the CERS’ progress in accumulating sufficient assets to pay 
benefits when due is present in the Kentucky Retirement Systems’ annual financial report.  
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 3.  Deposits 
 
The county maintained deposits of public funds with depository institutions insured by the Federal 
Deposit Insurance Corporation (FDIC).  According to KRS 66.480(1)(d) and KRS 41.240(4), the 
depository institution should pledge or provide sufficient collateral which, together with FDIC 
insurance, equals or exceeds the amount of public funds on deposit at all times.  In order to be valid 
against the FDIC in the event of failure or insolvency of the depository institution, this pledge or 
provision of collateral should be evidenced by an agreement between the county and the depository 
institution, signed by both parties, that is (a) in writing, (b) approved by the board of directors of 
the depository institution or its loan committee, which approval must be reflected in the minutes of 
the board or committee, and (c) an official record of the depository institution. As of June 30, 2000, 
the collateral and FDIC insurance together did not equal or exceed the amount on deposit, leaving 
$11,940 of public funds uninsured and unsecured.  In addition, the county did not have a written 
agreement with the depository institution securing the county’s interest in the collateral. 
 
The county’s deposits are categorized below to give an indication of the level of risk assumed by 
the county as of June 30, 2000. 

Note 4.  Hospital Addition and Equipment 
 
On August 20, 1992, the Simpson County Fiscal Court (Fiscal Court) entered into two lease-
purchase agreements with the Kentucky Association of Counties Leasing Trust (KACoLT).  The 
lease-purchase agreements were for the Franklin-Simpson Memorial Hospital Addition and 
hospital equipment.  The Fiscal Court subleased the hospital addition and hospital equipment to the 
Franklin-Simpson Memorial Hospital, Inc. (Memorial Hospital) for lease payments equal to the 
KACoLT payments.  During March 2000, Memorial Hospital sold all its assets to The Medical 
Center at Franklin, Inc (Medical Center).  On February 1, 2000, the Fiscal Court voted to sell the 
hospital addition and hospital equipment it owned to the Medical Center.  They authorized the 
County Judge/Executive to negotiate a price.  On March 10, 2000, the Fiscal Court approved the 
asset acquisition agreement with the Medical Center.  The asset acquisition agreement sold the 
hospital addition and hospital equipment the Fiscal Court owned to the Medical Center for the 
amount required to pay off the lease-purchase agreement with KACoLT.  KACoLT notified the 
Fiscal Court that the optional prepayment price in order to terminate the two lease-purchase 
agreements by March 30, 2000 was $1,403,000.  On March 30, 2000, the Fiscal Court received 
$1,403,800 from the Medical Center. On March 30, 2000, the Fiscal Court paid $1,403,800 to 
KACoLT in order to terminate the two lease-purchase agreements.   

Bank Balance

Collateralized with securities held by pledging depository institution in the
county's name 1,177,777$       

FDIC Insurance 200,000           

Uncollateralized and uninsured 11,940             

Total 1,389,717$       
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SIMPSON COUNTY 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 5.  Long-Term Participation Agreement 
 
The Kentucky Local Correctional Facilities Construction Authority, an independent corporate 
agency and instrumentality of the Commonwealth of Kentucky, issues revenue bonds for the 
purpose of construction and reconstruction of jail facilities.  The Authority issued $921,772 of 
revenue bonds at various interest rates, of which the county has agreed to pay $401,741 principal 
and a proportional share of interest on the issue.  Revenue bonds outstanding as of June 30, 2000 
totaled $296,383.  Debt service requirements are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 18,917$             12,247$             
2002 18,095               13,043               
2003 17,219               13,891               
2004 16,286               14,795               
2005 15,292               15,757               
2006-2015 81,582               226,650             

Totals 167,391$           296,383$           

 
Note 6.  Capital Lease-Purchase Agreements 
 
The county has entered into the following capital lease-purchase agreements: 
 
A. Voting Machine Lease 
 
On November 20, 1994, the Simpson County Fiscal Court entered into a lease-purchase agreement 
with the Kentucky Association of Counties Leasing Trust (KACoLT).  The lease-purchase 
agreement was for the purchase of voting machines.  The principal was $66,000 at 6.914 percent 
interest for a period of 10 years, interest paid monthly and principal paid annually.  Principal 
outstanding as of June 30, 2000, is $32,000. Lease payment requirements excluding an anticipated 
interest rebate from KACoLT are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 2,014$               7,000$               
2002 1,500                 8,000                 
2003 946                   8,000                 
2004 363                   9,000                 

Totals 4,823$               32,000$             
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Note 6.  Capital Lease-Purchase Agreements (Continued) 
 
B. Fire Truck Lease 
 
On February 25, 2000, the Simpson County Fiscal Court entered into a lease-purchase agreement 
with Emergency One, Inc.  The lease-purchase agreement was for the purchase of a fire truck.  The 
principal was $150,985 at 6.09 percent interest for a period of 10 years, interest and principal paid 
annually.  Principal outstanding as of June 30, 2000, is $150,985. Lease payment requirements are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 9,195$               11,407$             
2002 8,500                 12,101               
2003 7,763                 12,838               
2004 6,982                 13,620               
2005 6,152                 14,450               
2006-2010 16,439               86,569               

Totals 55,031$             150,985$           

 
C. Jail Renovation And Addition Lease 
 
On May 25, 2000, the Simpson County Fiscal Court entered into a lease-purchase agreement with 
Kentucky Area Development Districts Financing Trust.  The lease-purchase agreement was for 
interim financing for the purpose of renovating and constructing an addition to the detention 
facility.  The principal was $400,000 at a variable interest rate.  The lease is to be paid in full when 
the proceeds from the sale of the general obligations bonds, Series 2000, (Note 9) are available.  
Principal outstanding as of June 30, 2000, is $400,000.  Lease payment requirements are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 7,378$               400,000$           
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Note 7.  Reserved Fund Balance 
 
Reservations of fund balance represent amounts that are legally segregated for a specific purpose.  
The following funds had reserved fund balances:  
 
A. General Fund 
 

As of June 30, 2000, $1,164 of fund balance of the General Fund was reserved because these 
funds were legally restricted as follows: 
 
Simpson County Fiscal Court received funds from the Department for Local Government, 
Commonwealth of Kentucky, for the Kentucky Body Armor Program to purchase three body 
armors for the Simpson County Sheriff’s Office.  During fiscal year 2000, the Simpson County 
Fiscal Court received grant funds totaling $1,164 and spent funds totaling $0.  The unexpended 
balance as of June 30, 2000, was $1,164. 

 
B. 911 Emergency Dispatch Fund 
 

The fund balance of the 911 Emergency Dispatch Fund is reserved because these funds are 
legally restricted to be used for the establishment, operation, and maintenance of a 911 
emergency communication system.  As of June 30, 2000, the fund balance of the 911 
Emergency Dispatch Fund was $94,845.  

 
C. Jail Construction Fund 
 

The fund balance of the Jail Construction Fund is reserved because these funds are legally 
restricted to be used for the detention facility renovation and addition.  As of June 30, 2000, the 
fund balance of the Jail Construction Fund was $257,687. 

  
Note 8.  Commitments and Contingencies 
 
On May 16, 2000, the Simpson County Fiscal Court voted to purchase property from John T. and 
Sue King in the amount of $225,000.  Jim Henderson, Simpson County Judge/Executive, on behalf 
of the Simpson County Fiscal Court, entered into a sales/purchase agreement with John T. and Sue 
B. King for the purchase of certain real property located in Franklin, Simpson County, Kentucky, 
for the total purchase price of $225,000.  On August 3, 2000, the real property was deeded to the 
Simpson County Fiscal Court.  This real property was purchased for the construction of an addition 
to the detention facility.  The purchase price of $225,000 was paid from interim financing obtained 
from Kentucky Area Development Districts Financing Trust for the purpose of renovating and 
constructing an addition to the detention facility (See Note 6C).  
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Note 9.  Subsequent Events 
 
A.  General Obligation Bonds, Series 2000 
 
Simpson County Fiscal Court issued general obligation bonds, series 2000, dated                   
September 1, 2000, for the purpose of the detention facility renovation and addition.  On 
September 15, 2000, $4,730,000 of general obligation bonds was issued at various interest rates.  
$367,863 of the funds from the bond issuance was deposited to a sinking fund to meet debt service 
requirements.  Debt service requirements are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 119,100$           $                       
2002 238,200                                  
2003 234,875             140,000             
2004 227,988             150,000             
2005 220,550             155,000             
2006-2022 2,118,440           4,285,000           

Totals 3,159,153$         4,730,000$         

 
B.  Bond Anticipation Note, Series 2001   
 
Simpson County Justice Center Corporation (Corporation), an agency and instrumentality of the 
Simpson County Fiscal Court created on March 20, 2001, issued bond anticipation notes, series 
2001, dated May 1, 2001, for the purpose of acquisition, construction, installation, and equipping 
of the Simpson County Judicial Center.  On May 29, 2001, $1,500,000 of first mortgage revenue 
bond anticipation notes was issued at an interest rate of 4.25%.  The Corporation anticipates issuing 
revenue bonds.  The bond anticipation notes will be fully repaid with the issuance of the revenue 
bonds (See Note 10C).  Debt service requirements are: 
 

Scheduled Scheduled
Fiscal Year Interest Principal

                     
2001 $                       $                       
2002 53,479               1,500,000           

Totals 53,479$             1,500,000$         
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Note 9.  Subsequent Events (Continued) 
 
C.  First Mortgage Revenue Bonds, Series 2002 
 
During fiscal year 2002, Simpson County Justice Center Corporation, an agency and 
instrumentality of the Simpson County Fiscal Court created on March 20, 2001, intends to issue 
approximately $7,260,000 (plus or minus 10%) of Simpson County Justice Center First Mortgage 
Revenue Bonds, Series 2002, for the purpose of acquisition, construction, installation, and 
equipping of the Simpson County Judicial Center.  As of June 12, 2001, the Simpson County 
Justice Center Corporation had received approval of the State Local Debt Officer of the State of 
Kentucky to issue these bonds.  In addition, the Corporation has entered into an agreement to lease 
the Simpson County Judicial Center to the Simpson County Fiscal Court for the amount of the 
bond payments.  The Simpson County Fiscal Court has a sublease with Administrative Office of 
the Courts, Commonwealth of Kentucky, for approximately 100% of the Simpson County Judicial 
Center.  Proceeds from this bond issue will be used to fully repay the first mortgage bond 
anticipation notes discussed in Note 9B. 
 
Note 10.  Insurance 
 
The government is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions; and natural disasters for which the government carries 
commercial insurance. 
 
Note 11.  Jail Canteen Fund 
 
The canteen operations are authorized pursuant to KRS 441.135(1)(2), which allows the jailer to 
sell snacks, sodas, and other items to inmates.  The profits generated from the sale of those items 
are to be used for the benefit or recreation of the inmates.  KRS 68.210 requires the jailer to 
maintain accounting records and report annually to the county treasurer the receipts and 
disbursements of the Jail Canteen. Technical Audit Bulletins 93-002 and 97-001 provide additional 
accounting and expenditure guidance for acceptable jail canteen operations. 
 
During the Fiscal Year Ending June 30, 2000, the Simpson Jail Canteen received $27,125 and 
expended $25,881.  The Jail Canteen reported June 30 ending balances of $964 and of $2,208 for 
1999 and 2000 respectively.  All profit expenditures were for the benefit and/or recreation of the 
inmates.  
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SIMPSON COUNTY 
COMPARATIVE SCHEDULE OF                                                                                   

BUDGETED TO ACTUAL OPERATING REVENUE 
 

Fiscal Year Ended June 30, 2000 
 
 

Budgeted Actual Over
Operating Operating (Under)

Budgeted Funds Revenue Revenue Budget

General Fund Type

General Fund 2,462,007$       1,635,723$       (826,284)$        
Road and Bridge Fund 832,748           800,189           (32,559)           
Jail Fund 978,360           886,678           (91,682)           
Local Government Economic Assistance Fund 60,895             56,964             (3,931)             

                                         
Special Revenue Fund Type

911 Emergency Dispatch Fund 63,800             69,152             5,352              

Totals 4,397,810$       3,448,706$       (949,104)$        

Reconciliation

Total Budgeted Operating Revenue Above 4,397,810$       
Add:   Budgeted Prior Year Surplus 568,547           
Add:   Budgeted Real Property Sales 1,402,000        
Less:  Other Financing Uses (2,391,545)       

Total Operating Budget Per Comparative Schedule 
Of Final Budget and Budgeted Expenditures 3,976,812$       
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SIMPSON COUNTY 
SCHEDULE OF OPERATING REVENUE 

 
Fiscal Year Ended June 30, 2000 

 

Totals Special Capital
(Memorandum General Revenue Projects

Only) Fund Type Fund Type Fund Type

 REVENUE:
Taxes 1,251,342$    1,182,901$    68,441$        $                 
In Lieu Tax Payments 10,694          10,694                             
Excess Fees  103,935        103,935                           
License and Permits 3,562           3,562                              
Intergovernmental Revenues 1,906,958     1,906,958     
Charges for Services 35,346          35,346                             
Miscellaneous Revenues 49,964          49,964          
Interest Earned 88,737          86,194          711              1,832           

                   
Total Operating Revenue 3,450,538$    3,379,554$    69,152$        1,832$          

GOVERNMENTAL FUND TYPES
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SIMPSON COUNTY 
COMPARATIVE SCHEDULE OF                                                                                   

FINAL BUDGET AND BUDGETED EXPENDITURES 
 

Fiscal Year Ended June 30, 2000 
 

Under
Final Budgeted (Over)

Expenditure Categories Budget Expenditures Budget

General Government 658,381$         641,833$         16,548$           
Protection to Persons and Property 989,320           917,420           71,900            
General Health and Sanitation 164,661           164,621           40                  
Social Services 46,900             18,895             28,005            
Recreation and Culture 385,303           384,331           972                 
Roads 1,003,481         978,982           24,499            
Debt Service 126,740           117,699           9,041              
Administration 538,226           506,881           31,345            

                      
Total Operating Budget - General 3,913,012$       3,730,662$       182,350$         

Fund Type                       

Other Financing Uses:
Borrowed Money-

Kentucky Advanced Revenue
Program - Principal 895,045           895,045           

Principal on Jail Bonds 11,500             11,499             1                    
Capital Lease Agreement-

Principal on Leases-
Voting Machine 7,000               7,000               
Hospital Addition and Equipment 1,478,000         1,456,000         22,000            

TOTAL BUDGET - GENERAL
 FUND TYPE 6,304,557$       6,100,206$       204,351$         

GENERAL FUND TYPE
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SIMPSON COUNTY 
COMPARATIVE SCHEDULE OF                                                                                                       
FINAL BUDGET AND BUDGETED EXPENDITURES 
Fiscal Year Ended June 30, 2000 
(Continued) 
 
 

Under
Final Budgeted (Over)

Expenditure Categories Budget Expenditures Budget
                                            

Protection to Persons and Property 63,800$           56,945$           6,855$            
                      

TOTAL BUDGET - SPECIAL REVENUE
FUND TYPE 63,800$           56,945$           6,855$            

SPECIAL REVENUE FUND TYPE
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
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To the People of Kentucky 
    Honorable Paul E. Patton, Governor 
    T. Kevin Flanery, Secretary 
    Finance and Administration Cabinet 
    Dana Mayton, Secretary, Revenue Cabinet 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 

 
 

Report On Compliance And On Internal Control                                                                       
Over Financial Reporting Based On An Audit Of Financial                                                            

Statements Performed In Accordance With Government Auditing Standards 
 
We have audited the financial statements of Simpson County, Kentucky, as of and for the year 
ended June 30, 2000, and have issued our report thereon dated June 12, 2001. We conducted our 
audit in accordance with generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the Comptroller General of 
the United States. 
 
Compliance 
 
As part of obtaining reasonable assurance about whether Simpson County’s financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grants, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion. The results of our tests disclosed instances of noncompliance that are 
required to be reported under Government Auditing Standards which are described in the 
accompanying comments and recommendations.  
 
• The County Should Require Depository Institutions To Pledge Or Provide Sufficient Collateral 

And Enter Into A Written Agreement To Protect Deposits 
 
• Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board 
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Report On Compliance And On Internal Control 
Over Financial Reporting Based On An Audit Of Financial 
Statements Performed In Accordance With Government Auditing Standards 
(Continued) 
 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered Simpson County’s internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the financial statements and not to provide assurance on the internal control over 
financial reporting. Our consideration of the internal control over financial reporting would not 
necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses. A material weakness is a condition in which the design or operation of one or more of 
the internal control components does not reduce to a relatively low level the risk that misstatements 
in amounts that would be material in relation to the financial statements being audited may occur 
and not be detected within a timely period by employees in the normal course of performing their 
assigned functions. We noted no matters involving the internal control over financial reporting and 
its operation that we consider to be material weaknesses.�
 
This report is intended solely for the information and use of management and is not intended to be, 
and should not be, used by anyone other than the specified party.   

 
      Respectfully submitted, 

      
      Edward B. Hatchett, Jr. 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    June 12, 2001 
 

 
 



 

 

  
 
 
 
 
 

 
 
 

COMMENTS AND RECOMMENDATIONS  
 

 
 
 



 

 



Page  41 

 

SIMPSON COUNTY 
COMMENTS AND RECOMMENDATIONS  

 
Fiscal Year Ended June 30, 2000 

 
REPORTABLE CONDITIONS 
 
None. 
 
NONCOMPLIANCES 
 
1) The County Should Require Depository Institutions To Pledge Or Provide Sufficient Collateral 

And Enter Into A Written Agreement To Protect Deposits  
  
On June 30, 2000, $11,940 of the county’s deposits of public funds were uninsured and unsecured.  
According to KRS 66.480(1)(d) and KRS 41.240(4), financial institutions maintaining deposits of 
public funds are required to pledge securities or provide surety bonds as collateral to secure these 
deposits if the amounts on deposit exceed the $300,000 (three banks at $100,000 each) amount of 
insurance coverage provided by the Federal Deposit Insurance Corporation (FDIC). The county 
should require the depository institution to pledge or provide collateral in an amount sufficient to 
secure deposits of public funds at all times. We also recommend the county enter into a written 
agreement with the depository institution to secure the county’s interest in the collateral pledged or 
provided by the depository institution. According to federal law, 12 U.S.C.A. § 1823(e), this 
agreement, in order to be recognized as valid by the FDIC, should be (a) in writing, (b) approved 
by the board of directors of the depository institution or its loan committee, which approval must 
be reflected in the minutes of the board or committee, and (c) an official record of the depository 
institution. 
 
County Judge/Executive’s Response:   
 
The County intends to more closely watch when deposits in any one bank exceed $100,000.00.  We 
will insure that all financial institutions in our County are aware of the need for additional pledges 
of security of funds over the FDIC limit - 100,000.00.  We will also make sure that the County has 
a written agreement with each bank detailing the collateral pledged by that financial institution. 
 
2) Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board 
 
On November 4, 1988, the Simpson County Fiscal Court voted to enter into an interlocal 
agreement with the City of Franklin to establish a consolidated emergency response dispatch center 
(Simpson Emergency Communication Center, or S.E.C.C.)  Under this interlocal agreement, the 
City of Franklin agreed to the following: “The City of Franklin shall be responsible for the 
operation of the S.E.C.C.  All employees of the S.E.C.C. shall be governed by the personnel 
policies of the City of Franklin Police Department, including wage and benefit schedules and work 
schedules.”  The interlocal agreement establishes that funding for the S.E.C.C. will be obtained 
from the net 911 fees charged and paid by local telephone subscribers, and received by Simpson 
County Fiscal Court from South Central Bell (now BellSouth).  The interlocal agreement states, 
“The County of Simpson, Kentucky shall receive from South Central Bell [now BellSouth] all said 
net Service Charges, and shall remit said funds to the [Simpson County “911”] Advisory Board 
toward partial payment of operational expenditures and capital costs of the S.E.C.C.  Any such 
expenses and costs not paid by said funds shall be paid by the City of Franklin, Kentucky.”  The 
Advisory Board shall pay a fee to the telephone company from these net service charges.  The 
remaining funds shall be used for operational and capital expenditures of the emergency telephone 
system.  The interlocal agreement states that “The Advisory Board shall elect a Treasurer from its 
members and shall maintain a Budget and account for all expenditures relative to the S.E.C.C.” 
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SIMPSON COUNTY 
COMMENTS AND RECOMMENDATIONS 
Fiscal Year Ended June 30, 2000        
(Continued) 
 
 
NONCOMPLIANCES (Continued) 
 
2) Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board (Continued) 
 
On December 6, 1988, the Simpson County Fiscal Court enacted an ordinance establishing the 
Enhanced 911 Emergency Telephone Service, pursuant to KRS 65.760.  This ordinance established 
the 911 fee of sixty-nine cents per month for each exchange telephone subscriber.  KRS 65.760 
states that “[a]ll revenues from a tax or fee expressly levied to fund 911 emergency services shall 
be expended solely for the establishment, operation, and maintenance of a 911 emergency 
communication system; this may include expenditures to train communications personnel and to 
inform the public of the availability and proper use of 911 service.” 
 
As of June 30, 2000, the 911 Emergency Dispatch Fund had a balance of $94,845.  During fiscal 
year ended June 30, 2000, the Simpson County Fiscal Court expended $40,000 for dispatchers’ 
salaries from the county’s General Fund.  This expense of $40,000 for dispatchers’ salaries was not 
a requirement of the agreement between the city and county, and was an inappropriate expenditure 
from the county’s General Fund due to the terms of the agreement with the city.  However, the 
fiscal court does have the authority to provide financial support for 911 service. 
  
Under the interlocal agreement, the Simpson County Fiscal Court should be remitting funds 
received from the telephone company for the net 911 fees charged and paid by local telephone 
subscribers to the Simpson County “911”Advisory Board.  These funds should be used to pay 
operational expenditures and capital costs, including dispatchers’ salaries and the fee due to be paid 
to the telephone company.  The City of Franklin has agreed to pay any expenses and costs not 
covered by these funds.   
 
We recommend that the Simpson County Fiscal Court remit funds received from the telephone 
company for the net 911 fees charged and paid by local telephone subscribers to the Simpson 
County “911” Advisory Board.  The Advisory Board should be responsible for all operational 
expenditures and capital costs, including dispatchers’ salaries and the fee due to be paid to the 
telephone company.   The City of Franklin should cover any expenses and costs not covered by 
these funds.  We further recommend that the Advisory Board: (a) maintain these funds in a separate 
bank account; (b) maintain a budget by fiscal year; (c) maintain receipts and disbursements ledgers 
by fiscal year; (d) maintain supporting documentation for all expenditures; (e) prepare a financial 
statement for each fiscal year; and (f) have an audit performed each fiscal year. 
 
County Judge/Executive’s Response: 
 
From my understanding on this subject when the SECC Advisory Board was originally created in 
1988, the members at that time agreed to keep the funds with the County Treasurer for ease of 
accounting & bookkeeping.  However there was no recorded vote by that Board in their minutes 
from that time.  Therefore, it is the intent of this office to fully comply with the Auditor’s 
recommendation.  I have already adjusted the FY 01-02 Budget to allow for the appreciation of all 
911 Funds to the SECC Advisory Board.  Under the terms of the 1988 Interlocal Agreement the 
County intends to stop any further payments to the City of Franklin for emergency dispatching. 
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SIMPSON COUNTY 
COMMENTS AND RECOMMENDATIONS 
Fiscal Year Ended June 30, 2000        
(Continued) 
 
 
NONCOMPLIANCES (Continued) 
 
2) Fiscal Court Should Remit “911” Fees To Simpson County “911” Advisory Board (Continued) 
 
Chairman of “911” Advisory Board’s Response: 
 
911 Board will render a response and decision at next scheduled meeting to decide if the board 
will appoint someone to handle 911 funds or allow fiscal court to continue to do so. 
 
PRIOR YEAR FINDINGS 
 
In the prior year audit report, we made the following comments and recommendations: 
 

• The County Should Have Required Depository Institutions To Pledge Securities Or 
Provide Sufficient Collateral of $295,172 To Protect Deposits 

 
This finding has not been corrected and has been commented on in the current audit report in the 
above comment. 
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EXECUTIVE SUMMARY 
 

AUDIT EXAMINATION OF THE 
SIMPSON COUNTY TOURISM COMMISSION 

 
Fiscal Year Ended June 30, 2000 

 
The Auditor of Public Accounts has completed the Simpson County Tourism Commission audit for 
fiscal year ended June 30, 2000. We have issued an unqualified opinion on the financial statements 
taken as a whole. Based upon the audit work performed, the financial statements are presented fairly in 
all material respects.   
 
Financial Condition: 
 
Fund balances decreased by $8,122 from the prior fiscal year, resulting in a fund balance of $176,483 
as of June 30, 2000. 
 
Deposits: 
 
The tourism commission's deposits were insured and collateralized by bank securities or bonds. 
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To the People of Kentucky 
    Honorable Paul E. Patton, Governor 
    T. Kevin Flanery, Secretary 
    Finance and Administration Cabinet 
    Dana Mayton, Secretary, Revenue Cabinet 
    Members of the Simpson County Tourism Commission 
    Kentucky Hotel and Motel Association 
    Kentucky Restaurant Association 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 
 

Independent Auditor’s Report 
 
We have audited the accompanying statement of assets, liabilities, and fund balances of Simpson 
County Tourism Commission, a component unit of the Simpson County Fiscal Court, as of June 30, 
2000, and the related statement of revenues, expenditures, and changes in fund balances for the 
year then ended. These general purpose financial statements are the responsibility of the Simpson 
County Tourism Commission.  Our responsibility is to express an opinion on these general purpose 
financial statements based on our audit.  
 
We conducted our audit in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the general purpose financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the general purpose financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall general purpose financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 
 
In our opinion, the general purpose financial statements referred to above present fairly, in all 
material respects, the assets, liabilities, and fund balances of Simpson County Tourism 
Commission, and the related statement of revenues, expenditures, and changes in fund balances as 
of and for the year ended June 30, 2000, in conformity with generally accepted accounting 
principles. 

�
In accordance with Government Auditing Standards, we have also issued our report dated              
June 12, 2001, on our consideration of Simpson County Tourism Commission’s internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grants.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be read in conjunction with this report 
in considering the results of our audit. 
�
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To the People of Kentucky  
    Honorable Paul E. Patton, Governor  
    T. Kevin Flanery, Secretary  
    Finance and Administration Cabinet  
    Dana Mayton, Secretary, Revenue Cabinet 
    Members of the Simpson County Tourism Commission 
    Kentucky Hotel and Motel Association 
    Kentucky Restaurant Association 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 
  
 

 

The accompanying financial information listed as supporting schedules in the table of contents is 
presented for purposes of additional analysis and is not a required part of the general-purpose 
financial statements. Such information has been subjected to the auditing procedures applied in the 
audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material 
respects, in relation to the financial statements taken as a whole. 
 
      Respectfully submitted, 

      
      Edward B. Hatchett, Jr. 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    June 12, 2001 
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SIMPSON COUNTY TOURISM COMMISSION MEMBERS 
 

Fiscal Year Ended June 30, 2000 
 

Tourism Commission Members:

Donna Houston Chairman

Scott Guthrie Treasurer

W. B. Adams Board Member

Kelly Harding Board Member

Carol Howard Board Member

Judy Long Board Member

Charles McCutchen, Sr. Board Member
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SIMPSON COUNTY TOURISM COMMISSION 
STATEMENT OF ASSETS,  

LIABILITIES, AND FUND BALANCES 
June 30, 2000 

 
 

Assets and Other Resources

Assets 

Governmental Fund Type

Special Revenue Fund Type

Tourism Commission Fund:
Cash 162,083$       
Receivable From Simpson County Fiscal Court (Note 4) 19,300           

Account Group

General Fixed Assets

Tourism Commission Fund:
Land    (Note 5) 74,500$         
Construction In Progress - Building   (Note 5) 87,030           161,530         

Total Assets and Other Resources                         342,913$       

Liabilities and Fund Balances

Liabilities

Governmental Fund Type

Special Revenue Fund Type

Tourism Commission Fund:
Accounts Payable 4,900$           

Total Liabilities 4,900$           

 
 

The accompanying notes are an integral part of the financial statements. 
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SIMPSON COUNTY TOURISM COMMISSION 
STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES 
June 30, 2000 
(Continued) 
 
 
Liabilities and Fund Balances (Continued)

Fund Balances

Investments In General Fixed Assets:

Account Groups

General Fixed Assets

Tourism Commission Fund  (Note 5) 161,530$       

Reserved:

Governmental Fund Type

Special Revenue Fund Type

Tourism Commission Fund (Note 8) 176,483         

Total Fund Balances 338,013$       

Total Liabilities and Fund Balances                            342,913$       

 
 

 
 
 

The accompanying notes are an integral part of the financial statements. 
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 SIMPSON COUNTY TOURISM COMMISSION 
STATEMENT OF REVENUES 

EXPENDITURES, AND CHANGES IN FUND BALANCES 
 

Fiscal Year Ended June 30, 2000 
 
 

Special Revenue
Fund Type

Tourism
Commission

Revenues Fund

Schedule of Operating Revenue 124,745$      

Total Revenues 124,745$      

Expenditures

Comparative Schedule of Final Budget
and Budgeted Expenditures 132,867$      

Total Expenditures 132,867$      

Excess (Deficiency) of Revenues
Over (Under) Expenditures (8,122)$        

Fund Balance - July 1, 1999 184,605        

Fund Balance - June 30, 2000 176,483$      

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of the financial statements.
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SIMPSON COUNTY TOURISM COMMISSION 
NOTES TO FINANCIAL STATEMENTS 

 
June 30, 2000 

 
 
Note 1.  Summary of Significant Accounting Policies 
 
The Simpson County Tourism Commission (commission) was formed as a result of enabling 
legislation passed by the General Assembly of the Commonwealth of Kentucky. By action of the 
Simpson County Fiscal Court, an ordinance was enacted in 1992, establishing the Simpson County 
Tourism Commission and the transient room tax. The purpose of the commission is to promote 
convention and tourism activity. KRS 91A.360 allows the commission to elect from its 
membership a chairman and a treasurer, and it may employ personnel and make contracts 
necessary to carry out its purpose. The contracts may include, but shall not be limited to, the 
procurement of promotional services, advertising services, and other services and materials relating 
to the promotion of tourist and convention business. 
 
The commission’s purpose is to direct the promotion of tourism and convention activities of the 
Simpson County service area. The commission’s objectives are: 
 
• To increase business to every establishment which directly or indirectly serves the convention/ 

and/or traveling public; 
• To encourage those servicing the traveling public to always render a high standard of 

performance and to levy charges proportionate to the quality and quantity of service and/or 
products supplied; 

• To extend the hand of welcome to all visitors, and visitor prospects, in keeping with the highest 
traditions of hospitality expected of our area and in keeping with fair and honest business 
practice; and 

• To provide leadership and/or seek funding to involve those establishments serving the traveling 
public in projects and programs which enhance and advance our community and 
simultaneously provide for expansion of convention and/or tourist business in Simpson 
County. 

  
The commission membership consists of seven people appointed by the County Judge/Executive in 
Simpson County. 
 
• Two members from a list submitted by the local hotel/motel association; 
• Two members from a list submitted by the local restaurant association; 
• One member from a list submitted by the Chamber of Commerce; and 
• Two members appointed by the County Judge/Executive. 
 
Board members are initially appointed for terms as follows: 
 
• Two for the term of three years; 
• Two for the term of two years; and 
• Three for the term of one year. 
 
Subsequent appointments shall be for three-year terms.  Board members may be removed for 
cause. 
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SIMPSON COUNTY TOURISM COMMISSION 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 

 
 

 

Note 1.  Summary of Significant Accounting Policies (Continued) 
 
A.  Reporting Entity 
 
1) The financial statements of Simpson County Tourism Commission include the funds, agencies, 

boards, and entities for which the fiscal court is financially accountable. Financial 
accountability, as defined by Section 2100 of the GASB Codification of Governmental 
Accounting and Financial Reporting Standards, as amended by GASB 14, was determined on 
the basis of the government’s ability to significantly influence operations, select the governing 
authority, participate in fiscal management and the scope of public service. Based upon the 
application of the criteria stated in GASB 14, there are no component units which merit 
consideration as part of the reporting entity. 

  
2) The Simpson County Tourism Commission is included as a component unit of the Simpson 

County Fiscal Court.  The Simpson County Tourism Commission is fiscally dependent on the 
Simpson County Fiscal Court.  The Fiscal Court levies and collects the transient room tax, the 
Tourism Commission’s major source of revenue (Note 1. C.).  The Simpson County Fiscal 
Court includes the Simpson County Tourism Commission’s audit report as an appendix of the 
Fiscal Court’s audit report.  

 
B.   Fund Accounting 
 
Fund accounting is designed to demonstrate legal compliance and to aid financial management by 
segregating transactions related to certain government functions or activities. The government uses 
funds and account groups to report on its financial position and the results of its operations. A fund 
is a separate accounting entity with a self-balancing set of accounts.  An account group, on the 
other hand, is a financial reporting device designed to provide accountability for certain assets and 
liabilities that are not recorded in the funds because they do not directly affect net expendable 
available financial resources.  Simpson County Tourism Commission’s Fund Types, a definition of 
each, and funds included within each fund type are listed below. 
 
1) Special Revenue Fund Type 
 

Special Revenue Fund Type accounts for the proceeds of specific revenue sources that are 
legally restricted to expenditures for the specified purpose.  The Tourism Commission Fund of 
the Simpson County Tourism Commission is reported as a Special Revenue Fund Type. 

 
2) General Fixed Assets Account Group 
 

The General Fixed Assets Account Group is used to account for fixed assets used in 
governmental fund type operations.  Capital outlays in funds other than proprietary funds are 
recorded as expenditures of those funds at the time of purchase and are subsequently recorded 
for control purposes in the General Fixed Assets Account Group. 
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SIMPSON COUNTY TOURISM COMMISSION 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 1.  Summary of Significant Accounting Policies  (Continued) 
 
C.   Basis of Accounting 
 
For all fund types, the Tourism Commission uses a current financial resources measurement focus 
and utilizes a modified accrual basis of accounting.  Under this basis of accounting, revenues are 
recognized when susceptible to accrual, i.e., when they become measurable and available.  
Available means collectible within the current period or soon enough thereafter to be used to pay 
liabilities of the current period.  Expenditures are generally recognized under the modified accrual 
basis of accounting when the related fund liability is incurred, if measurable.   
 
The major source of revenue of the Tourism Commission is the transient room tax received from 
the Simpson County Fiscal Court.  On March 31, 1992, the Simpson County Fiscal Court enacted 
an ordinance imposing a transient room tax.  The Simpson County Fiscal Court currently collects 
“3% of the rent for every occupancy of a suite, room or rooms, charged by all persons, groups, or 
organizations doing business as motor courts, motels, hotels, inns, or like or similar 
accommodations businesses.”  Since the transient room tax was enacted to “be used for the 
operation of the local Tourist and Convention Commission to promote convention and tourist 
activity in Simpson County, Kentucky,” the Simpson County Fiscal Court pays all money collected 
for the transient room tax over to the Simpson County Tourism Commission monthly.   
   
D.   Legal Compliance - Budget 
 
The Simpson County Tourism Commission budget is as required by the State Local Finance 
Officer. The Tourism Commission is required to file an annual budget with the fiscal court by           
June 1 of each year.  The budget is prepared by fund, function, and activity.  The commission 
prepared a proposed budget for fiscal year ended June 30, 2000. We were not able to find approval 
for a final budget in the minutes. The budget was not submitted to the Simpson County Fiscal 
Court for approval.   
 
E.  Fiscal and Financial Procedures 
 
The fiscal and financial procedures are: 
 
• The fiscal year of the commission begins on July 1 and ends June 30 of the following year. 
• The funds of the commission are derived from transient room taxes authorized by KRS; and 

are limited by statute not to exceed three percent. Supplemental funds may be derived from the 
Kentucky Matching Funds Program as permitted by statute and that agency’s guidelines; and 
from such additional sources as the commission may from time to time approve. 

• There shall be no dollar limit on budget-approved expenditures except that competitive bids 
will be obtained on intended purchases at, or above, the statutory limit ($10,000), and in full 
accord with statutory provisions.  

• The chairman will, after approval of the commission, sign all contracts, deeds, and other legal 
documents on behalf of the commission. 
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SIMPSON COUNTY TOURISM COMMISSION 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 1.  Summary of Significant Accounting Policies (Continued) 
 
F.   Cash and Investments 
 
Cash includes amounts in bank accounts, and investments are stated at cost. Investments may 
include certificates of deposit on the financial statements; however, for the purpose of disclosing 
credit risk (Note 3), investments exclude certificates of deposit. 
 
KRS 66.480 authorizes the county to invest in the following, including but not limited to, 
obligations of the United States and of its agencies and instrumentalities, obligations and contracts 
for future delivery or purchase of obligations backed by the full faith and credit of the United 
States, obligations of any corporation of the United States government, bonds or certificates of 
indebtedness of this state, and certificates of deposit issued by or other interest-bearing accounts of 
any bank or savings and loan institution which are insured by the Federal Deposit Insurance 
Corporation (FDIC) or which are collateralized, to the extent uninsured, by any obligation 
permitted by KRS 41.240(4). 
 
G. Fixed Assets 
 
Fixed assets used in governmental fund types of the Tourism Commission are recorded in the 
general fixed assets account group.  Fixed assets that are purchased or constructed are valued at 
historical cost or estimated historical cost if actual historical cost is not available.  Donated assets 
are valued at their estimated fair market value on the date donated.  Assets in the general fixed 
assets account group are not depreciated.     
 
Note 2.   Employee Retirement System 
 
The Simpson County Tourism Commission does not participate in a retirement system. 
 
Note 3.  Deposits  
 
The commission maintained deposits of public funds with depository institutions insured by the 
Federal Deposit Insurance Corporation (FDIC).  According to KRS 66.480(1)(d) and KRS 
41.240(4), the depository institution should pledge or provide sufficient collateral which, together 
with FDIC insurance, equals or exceeds the amount of public funds on deposit at all times.  In 
order to be valid against the FDIC in the event of failure or insolvency of the depository institution, 
this pledge or provision of collateral should be evidenced by an agreement between the 
commission and the depository institution, signed by both parties, that is (a) in writing, (b) 
approved by the board of directors of the depository institution or its loan committee, which 
approval must be reflected in the minutes of the board or committee, and (c) an official record of 
the depository institution.  These requirements were met, and as of June 30, 2000, the 
commission’s deposits were fully insured or collateralized at a 100% level with collateral of either 
pledged securities held by the commission’s agent in the commission’s name, or provided surety 
bond which named the commission as beneficiary/obligee on the bond.  
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SIMPSON COUNTY TOURISM COMMISSION 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2000 
(Continued) 
 
  

 

Note 4.   Receivable 
 
As of June 30, 2000, the Simpson County Tourism Commission was due $19,300 from the 
Simpson County Fiscal Court for the transient room tax.  The $19,300 represents amounts due from 
the local hotels/motels for May 2000 and June 2000.  
 
Note 5.  Fixed Assets 
 
Activity in the general fixed assets account group for the Tourism Commission for the year ended 
June 30, 2000, was as follows: 
 

Balance Balance
July 1, 1999 Additions Retirements June 30, 2000

Land 75,000$           0$                   (500)$              74,500$           
Construction In Progress -
    Building 87,030             87,030             

Total General Fixed Assets 75,000$           87,030$           (500)$              161,530$         

Note 6.  Excess of Expenditures Over Appropriations 
 
For the year ended June 30, 2000, expenditures exceeded appropriations in the Tourism 
Commission Fund by $35,667.  This overexpenditure was funded by available fund balance. 
 
Note 7.  Insurance 
 
The commission is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions; and natural disasters for which the commission carries 
commercial insurance. 
 
Note 8.  Reserved Fund Balance 
 
Reservations of fund balance represent amounts that are legally segregated for a specific purpose.  
The fund balance of the Tourism Commission Fund is reserved because these funds are legally 
restricted to be used for promoting convention and tourist activity in Simpson County, Kentucky. 
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SIMPSON COUNTY TOURISM COMMISSION 
COMPARATIVE SCHEDULE OF                                                                                   

BUDGETED TO ACTUAL OPERATING REVENUE 
 

Fiscal Year Ended June 30, 2000 
 
 

Budgeted Actual Over
Operating Operating (Under)

Budgeted Funds Revenue Revenue Budget

Special Revenue Fund Type

Tourism Commission Fund 97,200$           124,745$         27,545$           
                                         

Totals 97,200$           124,745$         27,545$           

Reconciliation

Total Budgeted Operating Revenue Above 97,200$           
Add:   Budgeted Prior Year Surplus
Less:  Other Financing Uses                    

Total Operating Budget Per Comparative Schedule 
Of Final Budget and Budgeted Expenditures 97,200$           
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SIMPSON COUNTY TOURISM COMMISSION 
SCHEDULE OF OPERATING REVENUE 

 
Fiscal Year Ended June 30, 2000 

 
 

GOVERNMENTAL
 FUND TYPE

Special
Revenue

Fund Type

 REVENUE:
Intergovernmental Revenues 114,956$      
Miscellaneous Revenues 300              
Interest Earned 9,489           

Total Operating Revenue 124,745$      
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SIMPSON COUNTY TOURISM COMMISSION 
COMPARATIVE SCHEDULE OF                                                                                   

FINAL BUDGET AND BUDGETED EXPENDITURES 
 

Fiscal Year Ended June 30, 2000 
 

Under
Final Budgeted (Over)

Expenditure Categories Budget Expenditures Budget

Recreation and Culture 86,109$           44,746$           41,363$           
Capital Projects 10,000             87,030             (77,030)
Administration 1,091               1,091                                     

                      
TOTAL BUDGET - ALL SPECIAL
 REVENUE FUND TYPE 97,200$           132,867$         (35,667)$         

SPECIAL REVENUE FUND TYPE
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
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�
To the People of Kentucky 
    Honorable Paul E. Patton, Governor 
    T. Kevin Flanery, Secretary 
    Finance and Administration Cabinet 
    Dana Mayton, Secretary, Revenue Cabinet 
    Members of the Simpson County Tourism Commission 
    Kentucky Hotel and Motel Association 
    Kentucky Restaurant Association 
    Honorable Jim Henderson, Simpson County Judge/Executive 
    Members of the Simpson County Fiscal Court 
 

Report On Compliance And On Internal Control                                                                       
Over Financial Reporting Based On An Audit Of Financial                                                               

Statements Performed In Accordance With Government Auditing Standards 
 

We have audited the general purpose financial statements of Simpson County Tourism 
Commission, a component unit of Simpson County Fiscal Court, as of and for the year ended     
June 30, 2000, and have issued our report thereon dated June 12, 2001. We conducted our audit in 
accordance with generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards issued by the Comptroller General of the 
United States. 
 
Compliance 
 
As part of obtaining reasonable assurance about whether Simpson County Tourism Commission’s 
general purpose financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with 
which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Government Auditing Standards.  
�
Internal Control Over Financial Reporting 
  
In planning and performing our audit, we considered Simpson County Tourism Commission’s 
internal control over financial reporting in order to determine our auditing procedures for the 
purpose of expressing our opinion on the financial statements and not to provide assurance on the 
internal control over financial reporting. Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control over financial reporting 
that might be material weaknesses. A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low 
level the risk that misstatements in amounts that would be material in relation to the financial 
statements being audited may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions. We noted no matters involving the internal 
control over financial reporting and its operation that we consider to be material weaknesses. 

��������
�������� � !��"��#
����$�����%��
���
&���'���
��()���!*!�+,��-� &���'���
��()��!*!�+  ,.�
/��� !�� *�� -��� ����0����1����
���
2��3���2��4�5�&�5�6� /��� !�� 7,�!! !�
&�8� !�� *���.��� &�8� !�� 7,�!!*7�
ehatchett@kyauditor.net�



Page  32 

 

Report On Compliance And On Internal Control  
Over Financial Reporting Based On An Audit Of Financial  
Statements Performed In Accordance With Government Auditing Standards 
(Continued) 
 
 
This report is intended solely for the information and use of management and is not intended to be, 
and should not be, used by anyone other than the specified party.   
 
      Respectfully submitted, 

       
      Edward B. Hatchett, Jr. 
      Auditor of Public Accounts 
 
Audit fieldwork completed - 
    June 12, 2001 



 

 

 
 
 

 
 
 
 
 
 
 

FRANKLIN SIMPSON COUNTY AMBULANCE SERVICE 
 

Year Ended December 31, 1999 
 
 
 
 
 
 
 
 
 
 
 

Due to file size, this audit is not available electronically.  For a copy of this report, please contact 
Mona Logsdon, Open Records Administrator, at Mlogsdon@kyauditor.net. 
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